








BUDGET AND FINANCE COMMITTEE 
Council of the County of Maui 

July 30, 2007 

COUNCILMEMBER VICTORINO: Second. 

CHAIR PONT ANILLA: Moved by Member Hokama, second by Member 
Victorino. Members, any more discussion? All in favor of the motion 
please say aye. 

COUNCIL MEMBERS: Aye. 

CHAIR PONT ANILLA: Okay, thank you. Motion is carried. Thank you very 
much. Thank you, Milton and Cary for being here. 

VOTE: AYES: 

NOES: 
ABSTAIN: 
ABSENT: 

EXC.: 

MOTION CARRIED. 

Councilmember Anderson, Baisa, Mateo, 
Medeiros, Molina, Victorino, Vice-Chair 
Hokama, and Chair Pontanilla. 
None. 
None. 
None. 
Councilmember Johnson. 

ACTION: FILING of contract by c.R. 

ITEM NO. 43: ABOLISHMENT OF POSITIONS IN VARIOUS 
COUNTY DEPARTMENTS (C.c. NO. 07-174) 

CHAIR PONTANILLA: The next item on the agenda is BF-43, abolishment of 
positions in various County departments. The Committee is in receipt of 
County Communication No. 07-174, from the Director of Personnel 
Services, transmitting a Request for a Position Action reflecting the 
abolishment of vacant unfunded positions in various County departments 
as of March 30th

, 2007. At this time I'd like to call on Mr. Pablo for some 
opening comments. 

MR. PABLO: Thank you, Mr. Chair. We're expecting Director of Personal [sic} 
Services Lynn Krieg to be arriving at any moment now. She will be 
participating in any questions and answers from the Council members. 

CHAIR PONT ANILLA: Thank you. Also, I'd like to introduce the Corporation 
Counsel that, that is here this afternoon, Adrianne Heely. Thank you for 
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being here. Members any more quest ... , any questions for the Director at 
this time? Member Hokama. 

VICE-CHAIR HOKAMA: Chairman, thank you. And again I understand that 
Mr. Pablo is not the Personnel Director ... 

(beeping sound) 

VICE-CHAIR HOKAMA: Did somebody beep me? 

COUNCIL MEMBERS: (laughter) 

UNIDENTIFIED SPEAKER: Beep, beep. 

VICE-CHAIR HOKAMA: But, but one question, you know, Mr. Arakawa left 
already, but was there a consideration prior to requesting the abolishment 
of various positions in various departments a consideration for 
re-description or use of that for temporary assignment to achieve some of 
the departments objectives through another personnel procedural process? 

MR. PABLO: I'm not certain regarding that possibility. What, what I know 
about this list of abolishment's is that these positions were limited in time 
and they were ... and this process is, is repeated twice a year. Personnel 
Services will look for vacant positions which have been unfunded and 
recommend them for abolishment. 

VICE-CHAIR HOKAMA: Okay. For those departments particularly Parks and 
Rec., Public Works that uses at times job agencies for, for short time 
requirements whether it be for general labor requirements or for entry 
level types of positions, I'm, you know, again I'm, I was just curious 
whether or not there was a consideration. And here's the Director so we 
can wait for Ms. Krieg to see if she's able to give us a response. 

CHAIR PONT ANILLA: Thank you, Ms. Krieg for being here. 

(note: silence) 

VICE-CHAIR HOKAMA: So, Chairman, if you don't mind if I may restate the 
question for the Personnel Director. 

CHAIR PONT ANILLA: Yeah, go ahead, Mr. Hokama. 
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VICE-CHAIR HOKAMA: Thank you. My question to you, Ms. Krieg, this 
afternoon was if the departments had prior to requesting abolishment 
through your department of certain positions, whether a consideration was 
given for re-description to fit other needs of the department if, if that was 
part of the process prior to this abolishment action? 

MS. KRIEG: Actually what happens is periodically about twice a year we send 
the departments a list of positions, vacant positions that we have on our 
books that aren't reflected in the budget, in their current budgets, and we 
ask them to respond to us whether or not these positions should be 
abolished or not. 

VICE-CHAIR HOKAMA: Uh-huh. 

MS. KRIEG: So it's not them requesting, necessarily requesting us to abolish the 
positions, but we're asking them these positions on our records were 
vacant. According to the budget document they're not budgeted for, 
they're not funded therefore can we abolish the positions. And they just 
let us know whether yea or nay. 

VICE-CHAIR HOKAMA: By curiosity do you have the information that would 
say for an example let's take County Clerk, and we know we, they go 
through the cycles every other year with election requirements, like would 
you, would we be able to tell which position was req ... , established when 
so that we can understand whether or not a department is asking us for the 
same thing every year, but they go about it because on the back side 
through administrative procedures they're abolishing something so they 
keep, you know, 'cause we, we, like we went through this with planning. 
They continue to ask us for that mid, mid-level planner or entry level 
planner, and then they re-describe it to be a senior planner, and then 
following year they come back for entry level planner again and they use 
that once the budget is passed the appropriate personnel procedure to get it 
changed to a different class of planners. So, you know, my thing is just be 
upfront if you want a senior planner then ask for the senior planner, but 
don't go through this procedure whereby I'm feeling I'm being misguided 
or misled in the regular budgetary request. Do you have any comments 
for that? 

MS. KRIEG: If you're asking for a position history, we do have that as far as 
when a position was created--

VICE-CHAIR HOKAMA: Uh-huh. 

- 7 -



BUDGET AND FINANCE COMMITTEE 
Council of the County of Maui 

July 30, 2007 

MS. KRIEG: --and you know what's happened to a position since then ... 

VICE-CHAIR HOKAMA: Great. 

MS. KRIEG: ... every re-description or whatever's happened to a position once 
it's established. In fact from the very beginning when the position is 
established ... when the department asks for the position to be established 
initially the document that they send us should have the budget approval. 
So there should be a record of when that position was authorized. 

VICE-CHAIR HOKAMA: And you would know if that position was ever filled 
also? 

MS. KRIEG: Yes. 

VICE-CHAIR HOKAMA: I mean, you know, I'm sure I can look at certain 
things and wonder whether or not it was ever had a warm body inside 
'cause we know ... and again, gosh, I guess under the new set up now as 
of July 18t a lot of these things under Public Works and Environmental 
Management would just be under the new, under the new department then, 
yeah, which would be the Public Works Solid Waste Control Landfill? 

MS. KRIEG: Well, the positions listed here most of the time if you see a request 
for abolishment and if the positions have a three letter alpha code--

VICE-CHAIR HOKAMA: Okay. 

MS. KRIEG: --most of those positions were originally created as temporary 
positions for varying reasons. 

VICE-CHAIR HOKAMA: Okay. 

MS. KRIEG: Either they were in accordance with the ordinance, they were 
positions created to replace a long term disability or illness of the 
incumbents who were holding permanent positions, or remember we 
created the provision for military leave--

VICE-CHAIR HOKAMA: Uh-huh. 

MS. KRIEG: --and those sort of positions. The positions above listed for the 
County Clerks office those were specifically requested as temporary 
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positions because of a backlog at that time for the County Clerks office. 
So any time you see three letter alphas, prefixes--

VICE-CHAIR HOKAMA: Right. 

MS. KRIEG: --those positions are created specifically to be temporary positions. 
So you can almost always expect an eventual request for abolishment later 
on. 

VICE-CHAIR HOKAMA: Okay. Thank you for that bit of information. I 
consider that to be real helpful for the Committee. 

MS. KRIEG: And you will be receiving another request for abolishment 
specifically in relation to the transfer of positions from Public Works to 
the new department of Environmental Management. They were in excess 
of 200 positions like that. So they'll be going from PW numbers to DE 
numbers. So you're going to be receiving a similar request like this for 
the abolishment ofPW numbered positions. 

VICE-CHAIR HOKAMA: Okay, and that is all vacant positions? 

MS. KRIEG: We vacated them because we transferred all of the bodies into DE 
numbers. 

VICE-CHAIR HOKAMA: Okay, so you re-established something different. 

MS. KRIEG: Correct. 

VICE-CHAIR HOKAMA: Okay. Okay. So this is just a procedural thing. It 
doesn't, has nothing to do with actual termination or rehiring of an 
employee--

MS. KRIEG: Right. 

VICE-CHAIR HOKAMA: It's just an administrative performance. Chairman, 
one last question. For those employees that have return rights such as, 
let's take a senior planner that becomes a department head, deputy 
department head, and I believe they have the four years-

MS. KRIEG: Right. 

VICE-CHAIR HOKAMA: --to decide whether or not to return--
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MS. KRIEG: Correct. 

VICE-CHAIR HOKAMA: --or be taken off that position, how do you list that 
vacancy as a position? Is it a non-funded, unfilled position, or is it filled 
with ... but there's no warm body actually in it, how do, how do you 
folks--

MS. KRIEG: That's just a temporary leave vacant position. 

VICE-CHAIR HOKAMA: Okay. Is it funded? 

MS. KRIEG: It's funded. 

VICE-CHAIR HOKAMA: So they could put somebody else then in its place? 

MS. KRIEG: Correct. 

VICE-CHAIR HOKAMA: Even though there's, is, there exist an incumbent who 
has return rights but he has re ... , the person has return rights to a similar 
position or to that position? 

MS. KRIEG: To that position or a comparable position. 

VICE-CHAIR HOKAMA: And the department would make that determination 
what is comparable. 

MS. KRIEG: Right. 

VICE-CHAIR HOKAMA: Okay. And it's four calendar years the term of the 
return? 

MS. KRIEG: The return rights are for four years or the term of the ... in this 
case the term of the Mayor. 

VICE-CHAIR HOKAMA: Appointed position. 

MS. KRIEG: Right. 

VICE-CHAIR HOKAMA: Okay. Okay, thank you very much, Director. 
Chairman, thank you. 
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CHAIR PONT ANILLA: Thank you, Mr. Hokama. Just clarification on that 
particular return rights, if the position that that particular person has, has 
held is now being filled by a, another body, and whenever the incumbent 
wanna move back you say that that particular person can go into a 
comparable position, is that comparable position within the division, or 
department, or could be any department? 

MS. KRIEG: It's usually that department. 

CHAIR PONT ANILLA: Thank you. Members any more questions? Member 
Medeiros. 

COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chair. So Director, many of 
these positions were LTA positions? 

MS. KRIEG: Correct. 

COUNCILMEMBER MEDEIROS: And in the LTA positions, are those 
positions do they have a specific time or, or length of that position? Or is 
it at the discretion of the department? 

MS. KRIEG: They're usually tied, in most of the cases they're tied to the length 
of absence of a permanent employee being out. Those are the ones where 
we create a temporary position to replace a permanent employee who's 
out on long term disability. So when the person is hired they understand 
that it's only for the length of time that the permanent employee is out. 

COUNCILMEMBER MEDEIROS: Okay, that make sense. I just wanted to get 
clarification on return rights. I thought when I worked for the County in 
Public Works that the return rights were two years. Has that changed, or it 
was always four years? 

MS. KRIEG: It's four years. 

COUNCILMEMBER MEDEIROS: Always four years. And is it--

MS. KRIEG: Well, it's four years or the duration of the Mayor. So if you're 
hired midterm, it may be shorter than four years. 

COUNCILMEMBER MEDEIROS: Okay. And I think the Chair was alluding to 
returning to a position. So if the employee that's requesting return rights 
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to a position, and that position is now filled, and there are no comparable 
positions for that person, what happens to that employee? 

(note: silence) 

MS. KRIEG: That employee has return rights to the position that they left. So it 
would be a sort of a bumping all the way down. 

COUNCILMEMBER MEDEIROS: So the person in that position temporarily 
has, has to vacate that position? 

MS. KRIEG: Right. So the ... what usually happens is the position that they left 
is filled temporarily. 

COUNCILMEMBER MEDEIROS: I see. Okay, thank you, Director. Thank 
you, Chair. 

CHAIR PONT ANILLA: Thank you, Member Medeiros. Members, any more 
questions? Member Anderson. 

COUNCILMEMBER ANDERSON: Thank you, Mr. Chair. Just one quick 
question. Under the Department of Parks and Recreation there's two 
Ocean Safety Officer I positions being abolished, and they don't have a 
three alpha prefix. So I'm assuming that these were permanent positions. 
And does that mean ... I mean can you explain to me are we just reducing 
the number of office .... , ocean safe ... , Safety Officer I positions? Or is 
there a new title or a new position that replaces these positions? 

MS. KRIEG: These were two halftime positions, and what the department did in 
the last fiscal year was they took four halftime positions and made two 
fulltime positions. And so part of their justification when they went in for 
budget approval was that they would abolish two of the halftime positions 
after they made the transition. 

COUNCILMEMBER ANDERSON: Okay. Thank you, Ms. Krieg. Thank you, 
Chair. 

CHAIR PONT ANILLA: Thank you, Member Anderson. Members any more 
questions for the Department? If not the Chair would like to recommend 
to file the County Communication. 

VICE-CHAIR HOKAMA: Move to file. 
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COUNCILMEMBER VICTORINO: Second. 

CHAIR PONT ANILLA: Move by Member Hokama, second by Member 
Victorino. Members, any more discussion on this item? If not, all in 
favor of the motion please say aye. 

COUNCIL MEMBERS: Aye. 

CHAIR PONT ANILLA: Thank you very much. Motion is carried. 

VOTE: AYES: 

NOES: 
ABSTAIN: 
ABSENT: 

EXC.: 

MOTION CARRIED. 

Councilmember Anderson, Baisa, Mateo, 
Medeiros, Molina, Victorino, Vice-Chair 
Hokama, and Chair Pontanilla. 
None. 
None. 
None. 
Councilmember Johnson. 

ACTION: FILING of communication by c.R. 

ITEM NO. 22: SHORT-TERM INVESTMENTS (C.c. NO. 07-50) 

CHAIR PONT ANILLA: At this time, you know seeing no one in the gallery that 
represents the public, unless the department heads as well as one of the 
Member's here . . . is there anyone that would like to make public 
testimony at this time? Seeing none, at this time the Chair would like to 
close public testimony. 

COUNCIL MEMBERS: No objections. 

CHAIR PONT ANILLA: Thank you very much. Okay, Members, the next item 
on our agenda is BF-22, short-term investments. This is a result of County 
Communication No. 07-50, from the Director of Finance, transmitting a 
report on, of the short-term investments for the quarter ended 
December 31 S\ 2006. 

At this time the Chair would like to welcome Mr. Young and if Mr. Young 
has any comments to make. 
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MR. YOUNG: Good afternoon, Mr. Chair and Members. The agenda item is 
communication sent back in February represents the short-term 
investments report that is submitted to the Council quarterly. The one 
before represents the quarter for the period ending December 31 S\ 2006. 

CHAIR PONT ANILLA: Thank you. Members, any questions for the department 
at this time regarding BF-22, short-term investments? Member Hokama. 

VICE-CHAIR HOKAMA: Chairman, I know the Director's been working hard 
on this. The Mayor and I have had opportunities to talk to various 
institutions about what may be in the near future more favorable for the 
County to consider, but I just wanted to ask the Director at this time has 
the Investment Committee made any adjustments in what has been its 
recent past practice of how we've distributed the investments on behalf of 
the County? 

MR. YOUNG: Um ... Chairman Hokama, the investment has not made any 
revisions or amendments to the past practice or the investment policy that 
the County has operated under for at least the last year to two years. 

VICE-CHAIR HOKAMA: Has the quarterly ... I'm assuming you doing 
quarterly reviews of the interest earned or I'm not too sure the regularity, 
how regular you are, but is it on a quarterly basis, monthly basis that you 
review the outcomes of those investments, Mr. Director? 

MR. YOUNG: Correct. The Investment Committee meets on a quarterly basis 
to review the performance of the investments on a quarterly basis, yes. 

VICE-CHAIR HOKAMA: Can you share with the Committee this afternoon how 
the results have been compared to maybe the more traditional way the 
County use to in the past invest its short-term funds? 

MR. YOUNG: Certainly. I would say that the County of Maui's investments 
have been a lot more . . . have performed a lot better in my opinion. We 
are looking more diligently on the investment yield curve which has been 
inverted towards the end of the last, uh, part of the calendar year in 2006. 
And for people that don't know, inverted means that the short term 
investment say six months to one year earn a higher rate of interest than 
your long-term investments which are, you know, 10 years, 5 years, 15 
years. That's called inversion because that's usually not the case. The 
usual case is that the longer term investments would garner more returns. 
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So we've been a little bit more proactive in shor. .. , shorting term a lot of 
the investments. Most of the County's investments have been in the 
shorter periods, but the yield curve has been migrating to more of a 
normality. And so as our investments have come to maturity we've been 
slowly evaluating what is, where the yield curve is, um, gonna evaluate 
and where the highest amount of return is relative to the amount of risk, 
and the risk is the interest rate risk 'cause there's fluctuations in interest 
rates on daily basis. So right now as of today, we're looking in a situation 
where the County is slowly migrating towards the intermediate term, 
meaning previous . . . the short-term investment report that you have 
before you, the majority of the maturities you'll see in there are 
somewhere in the neighborhood of that six months to 12 months. We're 
seeing major. .. , maturities now in this current time period in June 30th 

timeframe where maturities can be a little bit more longer, and we have a 
greater rate of return in those length, lengthier times, and we can assume a 
little bit more amount of risk and there's a lot less risk in those 
intermediate terms. Intermediate terms being somewhere in the 
neighborhood of two years, three years timeframe. 

VICE-CHAIR HOKAMA: Okay. And this intermediate programs that the 
County is able to invest, does it have any penalties in case we need to 
draw the cash out for emergency or some type of unforeseen requirement? 
Is, is there some type of built in penalties that should cause us concern this 
afternoon, Mr. Director? 

MR. YOUNG: Some of them might. It depends on what is the nature of the 
investment and the type of investment. A lot of the investments are, we 
were purchasing are agency, um, so they're bonds, treasuries. And when 
we ... if we need the funds earlier, even though the maturity may be, you 
know, five years down the line or three years down the line, if we need the 
funds we don't necessarily get penalized by cashing out the security 
because we ... , essentially what we do is we re-sell it on the, in the, in the 
securities market. So we, you know, we sell it, we ... there may be some 
penalties in the sense that, you know, we lose out on whatever the rate of 
return was that we had bought into, but on the other hand it might be more 
valuable given this interest rate fluctuations. Sometime these securities 
are more valuable to get sold before maturity date, and so that's the type 
of environment that the portfolio works under. 

VICE-CHAIR HOKAMA: Right ... (end 1A tape) ... understanding, Mr. 
Director, most of our short-term investments are not Hawaiian. 
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VICE-CHAIR HOKAMA: In (inaudible )--

MR. YOUNG: Yes, Mr. Chair, as you'll notice that a lot of the ... in fact you'd 
be very hard press to find in the short-term investment report where our 
securities are actually parked or housed at what you might commonly 
consider a local institution, you know, such as Bank of Hawaii, or First 
Hawaiian Bank, or Central Pacific Bank, or American Savings Bank, you 
may consider them local. They're not really local in the sense that they 
are publicly traded companies but we ... this report doesn't reflect that we 
have any investments of any sizeable amount parked with any of those 
institutions. 

VICE-CHAIR HOKAMA: Okay. Is it mainly because of the rate of return that 
we don't have the, we're not practicing placing more money in so-called 
local govern institutions, you know, it's kind of hard to say local, 
locally-owned, or local company since again you mentioned it's on the 
open market for stock ownership, but I know we're driven on returns. 

MR. YOUNG: Yes. 

VICE-CHAIR HOKAMA: So basically what we're understanding IS the 
so-called locally-managed institutions provide less of a return to the 
County than those where we currently putting those funds? 

MR. YOUNG: Yes, Mr. Chairman, it is, has worked out that way. It's not 
deliberate that we don't put any funds in the local institutions. It's that 
when we go out for the short-term investments we rate the . . . what's 
available purely on rate of return and duration, and it has worked out that 
none of the local institutions have been thus far competitive enough based 
on what we, where we, what we can get, and what the local institutions 
have been able to offer thus far but that's . . . you know the AR is still 
involved I would say on every investment that comes available we, we do 
offer for our local institutions. 

VICE-CHAIR HOKAMA: I know we're making, trying to get some adjustments 
in the State statute and whatnot. Do we pay taxes on our interest income? 

MR. YOUNG: I ... I'm not certain, but I believe we do pay a tax on our interest 
Income, yes. 

- 16 -



BUDGET AND FINANCE COMMITTEE 
Council of the County of Maui 

July 30, 2007 

VICE-CHAIR HOKAMA: To the State of Hawaii or to the Federal govern--

MR. YOUNG: Definitely to the Federal government. I'm not certain about the 
State of Hawaii. 

VICE-CHAIR HOKAMA: I just bring this up, Members, because I believe we 
have made attempts to have those things con ... , not be taxable since it is 
to the public's benefit (chuckled), but you know I appreciate the Director's 
comments. Mr. Chairman, thank you so much. 

CHAIR PONT ANILLA: Thank you very much for that wonderful question 
(chuckled). Member Molina. 

COUNCIL MEMBERS: (laughter) 

COUNCILMEMBER MOLINA: Thank you, Mr. Chairman. Good afternoon, 
Mr. Young, and thank you for that I guess short course on Financing 101. 
And I know some of these terms, at least for me, can be somewhat 
overwhelming and I'm sure for some folks in the public out there whom 
may not have the financial acumen that you possess. So in terms of our 
income that we generated three million ... three million and some change 
at the end of December, traditionally the County takes a, a generally a 
very conservative approach when investing, and I know in your exchange 
with Chairman Hokama you mentioned now we have maybe more room 
for risk taking, can you further comment on that? And I guess for me the 
simple question is what or how do you see us generating more income, I 
mean in terms investment wise anything you would like to highlight or 
point to the Committee? 

MR. YOUNG: Well, first of all, the type of investments that the County is 
allowed to invest in is governed by Hawaii Revised Statutes, and the 
statutes provide very limited and conservative products in which the 
County can invest in. You know we can't buy--

COUNCILMEMBER MOLINA: Take higher risk. 

MR. YOUNG: --hi .. , you know high risk bonds. We can't buy stocks or 
individual equities or mutual funds. We can purchase U. S. Treasuries, 
Government Backed Securities, that type of thing, and those tend to be 
very conservative in nature, meaning that they usually insured, they have a 
lower rate of return relative to other products that are out in the financial 
markets. So we ... you know we ... the County ofMaui e ... , evaluates 
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and invest in such items as bonds from Federal Home Loan Bank, or in the 
past we had some sto ... , student loan, bank bonds. We may have U. S. 
Treasuries, CDs, you know, very vanilla items. This past year the 
Council's legislative team and the current Administration was successful 
in getting an amendment to the Hawaii Revised Statutes to allow the 
counties to invest in corporate bonds but corporate bonds that are highly 
rated, you know, the triple A rating. And so this should add a little bit 
more flavor to our investment portfolio because they tend to provide a 
higher rate of return than say just Government Backed Securities. So 
that's one measure. 

In terms of the risk, obviously corporate bonds, you know, private 
corporate bonds are a little bit more riskier than say U. S. Government 
Bonds. So that's some risk that we would have to evaluate whether or not 
we're willing to take. Also as the market for interest rates tends to move 
on the long side, there's more risk the farther out you go, right? So if you 
tie up funds for two years, you obviously gonna be at more risk for cash 
liquidity than if you are only out six months. So we have to assume a 
certain amount of risk when we look at the maturities. The fact that we 
can buy or sell the securities when we hold them that's true, but we still 
assume a certain amount of risk. The County of Maui we are in a pretty 
decent financial position in the sense that we have a fair amount of cash 
that's under investments. So when I say we, we're structured in such 
where we can assume a little bit more of the risk it's because given the 
cash demands of the County from one week to the next, you know, we 
have certain cash demands, we know when pay roll is gonna come to you, 
when we need certain amount of monies, we know when we have to pay 
on certain contracts, but we have a fair amount of cash on hand where we 
can structure the maturity of our investments and still meet those 
immediate term cash needs. So that's one way that the County is fortunate 
that we can mitigate our risk concern. With the interest rate market 
moving to the long term we can mitigate our risk concerns in that regards. 

COUNCILMEMBER MOLINA: Okay, thank you, Mr. Director. Thank you, 
Chairman. 

CHAIR PONT ANILLA: Thank you, Member Molina. Member Medeiros. 

COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chair. Director, so that I, I can 
kinda gain some knowledge on these investments, in . . . you, you did 
mention that there is possibilities or potential for the interest rates to 
fluctuate is that correct? 
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MR. YOUNG: That is correct, yes. 

COUNCILMEMBER MEDEIROS: Okay. However, in the short-term 
investments that you say are regulated by State Statutes, does these 
investments guarantee earn interest income? 

MR. YOUNG: Uh ... essen ... , yes, essen ... , Mr. Medeiros, yeah, essentially 
what we're talking about is for example when you buy agencies, so 
Federal Home Loan Bank, or student loan, or Sallie Mae agencies, or U. S. 
Treasury Bonds for instance, you're buying them on a certain day, and on 
that certain day those instruments are gonna promise you a certain amount 
of interest rate--

COUNCILMEMBER MEDEIROS: Right. 

MR. YOUNG: --right. And they're gonna promise you a certain face value at 
maturity. It's typical bond stuff. But on any given day you may have to 
pay more or less to buy into that instrument. So we get a rate of return 
that may not be reflective of what the coupon rate is right? 'Cause you 
may buy a thousand dollar bond that says it's gonna pay you 5 percent 
every year, but on a certain any given day you may actually have to pay a 
thousand one dollars for it, or you may get to pay $995 for it, but you're 
still gonna get 5 percent of one thousand. So because of that, the rate of 
return is actually affected, right? So the Hawaii Revised Statute doesn't 
necessarily guarantee that we'll get a rate of return, but the instruments 
that the statute allows the County to purchase in generally all of them are 
guaranteed return instruments, or they are Federally backed insured 
instruments. They're not instruments that where you have a high amount 
of risk of say default, yeah. 

COUNCILMEMBER MEDEIROS: Okay, thank you, Director. Uh ... so having 
said that, is there any possibility that we could lose money on any type of 
these investments? 

MR. YOUNG: There's, there's always a possibility, but in the way that, the way 
that they're ... the investments are structured, it's not really likely, yeah. 

COUNCILMEMBER MEDEIROS: Okay, thank you, Director. Thank you, 
Chair. 
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CHAIR PONTANILLA: Members, any more questions for the Finance Director? 
Member Anderson. 

COUNCILMEMBER ANDERSON: Just a quick one. Director Young, thank 
you so much for being here this morning. When you say short-term 
investment, for what period of time is that? 

MR. YOUNG: Well, this report is called short-term investments because the 
concept is that we are investing the County's cash funds until such a time 
that we need it, and that time that we usually need it is usually within one 
calendar year. The Hawaii Revised Statutes though limits the duration for 
our investments to more than five years towards maturity. So although 
there might be funds in here that, you know, we, we . . . we set up as the 
duration to be less than a year, given the County's cash structure, you 
know, they could go out longer than that year, but they also may be shorter 
than that, but in general it cannot be longer than five years. 

COUNCILMEMBER ANDERSON: And so in general you try to keep it at a 
year? Two years? 

MR. YOUNG: Well, this is for cash management purposes. So what treasury has 
to do is they need to look at when all of these expenses are gonna come to 
you and they try and match up securities to come due about the same time. 
And if we're in a situation where we have a good cash reserve on hand, we 
can go farther out obviously, right? We can set up durations to go further 
out than a year, but when in a ... but when we are, when the County gets 
to be in a cash crunch, should that ever occur, you will find these 
maturities to be very short on the duration just to meet our cash needs. We 
are not in that situation right now though. 

COUNCILMEMBER ANDERSON: And so how long, Director Young, have we 
had this kind of a cash reserve? 

MR. YOUNG: It's ... 

COUNCILMEMBER ANDERSON: That's a lot of cash. 

MR. YOUNG: Yes. Well, we ... we're probably in the second year of where 
we're seeing the County in, with a healthy balance in cash. Yeah, 
probably about the second year. I, I can't speak to before the two years 
because I wasn't the Finance Director then, but we are definitely more 
robust in terms of our cash component right now. 
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COUNCILMEMBER ANDERSON: And so the figure that you have in this 
cover letter reflects a book value of the County's investments? 

MR. YOUNG: Yes. 

COUNCILMEMBER ANDERSON: So this is not reflective of the cash reserves 
that are invested? 

MR. YOUNG: You can think of ... the amount that's stated here is 239 million 
and some change. 

COUNCILMEMBER ANDERSON: It doesn't read million to me. That's why I 
didn't wanna read it out. 

MR. YOUNG: Two hundred thirty-nine million--

COUNCILMEMBER ANDERSON: Oh, yeah, yeah, yeah. Okay. 

MR. YOUNG: --three hundred seventy-two thousand, yeah, three hundred 
sixty-seven dollars. 

COUNCILMEMBER ANDERSON: Okay. 

MR. YOUNG: You can think of it as that we, we've taken 239 million dollars 
worth of essentially revenue collected. And since our cash demands for 
any particular period are not two hundred thirty-nine million, you know, 
we've essentially invested it, put it into our "bank account" which is 
actually investments to earn interest on that until such a time that we need 
it. So you can think of that 239 as our, our--

COUNCILMEMBER ANDERSON: Cash (inaudible)--

MR. YOUNG: --cash waiting to be spent, yes. 

COUNCILMEMBER ANDERSON: And so you said that this cash reserve 
amount has been at this level for the last two years give or take. 

MR. YOUNG: It's been in excess of 175 million for as long as I've been the 
Finance Director, yes. 

- 21 -



BUDGET AND FINANCE COMMITTEE 
Council of the County of Maui 

July 30, 2007 

COUNCILMEMBER ANDERSON: Okay, that's what I wanted to know. Thank 
you. 

MR. YOUNG: Sure. 

CHAIR PONT ANILLA: Thank you, Member Anderson. Members, any more 
questions for the Department? If not the Chair's recommendation is to file 
the County Communication. 

VICE-CHAIR HOKAMA: Move to file. 

COUNCILMEMBER VICTORINO: Second. 

CHAIR PONT ANILLA: It's been moved by Member Hokama, second by 
Member Victorino. Members, any more discussion? All in favor--

COUNCILMEMBER ANDERSON: Chair. 

CHAIR PONT ANILLA: Member Anderson. 

COUNCILMEMBER ANDERSON: Yeah, I just think that we need to say thank 
you. I know you're doing your job, but it's still nice to see that we have 
this kind of cash reserve and that it's being utilized to bring in more 
money and . . . you know I think 3.2 million dollars in one year on just 
smart investments is something to be congratulated so thank you, Director 
Young. 

MR. YOUNG: Thank you, Ms. Anderson. 

CHAIR PONT ANILLA: Thank you. All in favor of the motion please say aye. 

COUNCIL MEMBERS: Aye. 

CHAIR PONT ANILLA: Okay, any opposed? Seeing none. Motion is carried. 
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NOES: 
ABSTAIN: 
ABSENT: 
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Councilmember Anderson, Baisa, Mateo, 
Medeiros, Molina, Victorino, Vice-Chair 
Hokama, and Chair Pontanilla. 
None. 
None. 
None. 
Councilmember Johnson. 

MOTION CARRIED. 

ACTION: FILING of communication by c.R. 

ITEM NO. 26: TRANSFERS FROM GENERAL FUND (C.c. No. 07-89) 

CHAIR PONTANILLA: The final item this afternoon is BF-26, transfers from 
general fund. This is a result of County Communication No. 07-89, from 
the Director of Finance, transmitting a report of transfers/loans from the 
General Fund to the Bond Fund as of January 31 S\ 2007. At this time the 
Chair would like to call on Mr. Young for comments. 

MR. YOUNG: Thank you, Mr. Chair and Members. The report that you have 
before you is, represents those transfers from the General Fund to the 
Bond Fund for projects and contracts that have been initiated and funded 
as of January 31 S\ 2007. This report represents those projects which were 
approved by Budget ordinance to be completed through funding via 
bonds, and we are currently advancing funds from the General Fund to 
pay for these projects until such a time that the County would go out and 
issue a General Obligation Bond and reimburse the General Fund for these 
expenses. As the report indicates, currently as of January 31 S\ 2007, the 
County has advanced 15,996,000 from the General Fund for the purpose 
of these bond funded projects. 

CHAIR PONT ANILLA: Thank you. Members, any questions for the Director? 
I, I just have one fast one. This does not involve the SRF loans? 

MR. YOUNG: Correct, Mr. Chair, these do not represent SRF loan funded 
projects because those projects are separately identified in the budget 
ordinance to be funded via SRF loans, and these projects are only those 
specifically identified to be funded through bond funds. 
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CHAIR PONT ANILLA: Thank you. Members, any more questions for the 
Director at this time? Seeing none, the Chair would like to recommend to 
file the County Communication. 

VICE-CHAIR HOKAMA: So move. 

COUNCILMEMBER VICTORINO: Second. 

CHAIR PONTANILLA: It's been moved by Member Hokama, second by 
Member Victorino. Members, any more discussion? If not all in favor of 
the motion please say aye. 

COUNCIL MEMBERS: Aye. 

CHAIR PONTANILLA: Opposed? Seeing none, the motion is carried. 

VOTE: AYES: 

NOES: 
ABSTAIN: 
ABSENT: 

EXC.: 

MOTION CARRIED. 

Councilmember Anderson, Baisa, Mateo, 
Medeiros, Molina, Victorino, Vice-Chair 
Hokama, and Chair Pontanilla. 
None. 
None. 
None. 
Councilmember Johnson. 

ACTION: FILING of communication by C.R. 

CHAIR PONT ANILLA: Members, this concludes the Budget and Finance 
Committee meeting this afternoon, in fact for this day. Is there any 
announcements? Seeing none, this meeting is adj ourned ... (gavel). .. 

ADJOURN: 2:25 p.m. 

APPROVED: 

PONTANILLA, Chair 
Budget and Finance Committee 

bf:min:070730:yb Transcribed by: Yvette Bouthillier 
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